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. Repo_rt to ithe'dee,rnor"ahd General Assembly - -

Premium Assistance for Employer Sponsored Insurance e
for hawk-i Eligible Children R

Executive Summary
The 2008 lowa Legislature directed the Department of Human Services (DHS) to .

develop options and recommendations. to allow children efigible for hawk-i to participate
in Employer Sponsored Insurance (ESI) plans.through a premium buy-in option.

Nationally, there is great interest in ESI premium assistance programs for several .
reasons. First, premium assistance builds on the employer-based system, the principal
mechanism for providing health insurance 'in the United States. Secondly, state and
federal governments are attracted to premium assistance because of its potential for
~ reducing public costs by capturing the employers' premium contribution. Many also ‘
believe that subsidizing employer-sponsored insurance may strengthen low-income
workers’ attachment to the workforce, and may also reduce the substitution of public
coverage for private coverage, commonly known as crowd-out. Lastly, premium
assistance may enable all members of a family to be covered in the same health care
plan. - - o . ' . ST

Buying health insurance through an employer for people on public assistance is nota
new concept. The Sixth Omnibus Budget Reconciliation Act of 1 890 (OBRA 90),
mandated states to pay the employee’s share of cost-effective employer health
insurance. Although mandated, very few states actually implemented the program
before subsequent federal legislation made it optional. o .

lowa’s Health Insurance Premium Payment (HIPP) program for people who are on
Medicaid has been recognized as one of the most successful-employer buy-in programs
inthecountry. -~ ... . - CEERE EA

The purpose of the program is to reduce Medicaid expenditures by paying the
employee’s share of the premium when it is more cost-effective than paying for all the
person’s medical care with Medicaid. Medicaid provides “wrap-around” coverage for -
those services outside the scope of the purchased plan, such as deductibles, co-pays,
and services not covered by the planfor people covered by the insurance who are .
Medicaid eligible. =~~~ - - : _ i :

Although lowa has an existing HIPP-program infrastructure that could be used to
facilitate the development of an ESI premium assistance program for hawk-i, the design
differences between Medicaid and hawk-i and differing federal regulations around ESI
premium assistance create administrative challenges. When implementing the '
provisions of the State Children’s Health Insurance Program (SCHIP), fowa took a
‘combination approach that resulted in-expanding Medicaid to 133 percent of the Federal
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Poverty Level (FPL) for children in Medicaid and the creation of the stand-alone hawk-i
program in which health insurance coverage is purchased through commercial
insurance plans. There is an added element of complexity for states that have stand-
alone programs. S IR

As a result of the added complexity, most states opting to implement an ESI premium
assistance program for children in their SCHIP programs have done so through 1115
“waivers rather than under the prescriptive provisions of Title XXI.

~ This report describes the strategy of utilizing ESI to provide health care coverage for .

~ hawk-i eligible children and includes the results of research from various position
papers and the experiences of other states that have implemented ESI premium .

assistance programs. Elements considered include: ' '

PR

lowa currently has a premium assistance prograrﬁ in place under .Sectio_n 1906 of

" the Social Security Act, the HIPP program. The current computer system could
“be modified to add this additional program.” -~ - -

It could reduce state costs for the hawk-i program by leveraging employer d__bllars
for health care. i e e g :

~ Enrolling parents and chiidren in the same plan increases the likelihood_ of using

the coverage. . : R
Strengthens the private insurance market by providing more participants so that

.small businesses can afford to offer insurance plans.

. P

Encourages work and is consistent with the goals of private responsi'bility.
Benefits employers by retaining e_-mp|oyees longer because they have insurance

- coverage. o

Deters crowd-out.

CONS = ...

lowa insurance law does not currently provide for Medicaid or SCHIP eligibility to
be considered a “qualifying” event. For the program to be cost-effective,
legislation would be needed which would allow the employee to enroll in the -
private employer-sponsored insurance at the same time as enrollment in a public
program. Otherwise, the family wouid be limited to the annua! open enroliment
program for the private insurance coverage. ' :

" The cost of employer-sponsored insurance is increasing rapidly which could
- make it difficult to establish cost-effectiveness and provide savings to the state -

program. o o _
There would be a significant upfront investment for the state and it could take

. several years before a cost-savings was shown. - _
e Enrollment in the program is complex and time-consuming. o
« - States have traditionally experienced low participation in ESI premium assistance

programs, particularly if wrap-around benefits are not provided. .
The shifting nature of low-income families’ employment status increases the-

 labor intensity of administering the program. . .



Administrative Issues _

Assuring access to required minimum SCHIP benefits

Assessing cost-effectiveness .

Staff assessment of all employer plans ' I

If the wrap-around option were chosen, a third-party administrator would be
necessary, involving contracts and additional costs beyond those of premium
reimbursement. '

SCHIP regulations stipulate that the program cannot spend more than 10% of the
cost on administration. ‘ ‘

ESI premium assistance is certainly an option for lowa to consider in its efforts to
provide health care coverage for children. However, lessons learned from other states
that have utilized this option should be carefully studied and made use of by taking
whatever preliminary steps are necessary to increase the participation in and the cost-
effectiveness of such a program fo the state and to the participants. o
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Backg round _
The 2008 lowa Legislaturé directed the Department of Human Services (DHS) o

develop options and recommendations to allow children "eligib_l'e for hawk-i to participate
in a qualified employer plan through a premium buy-in option. o S

Sp'eciﬁi:al!y', House File 2539 require's:-‘

H.F. 2539 section 9. Section 5141.5, subsection 7, Code Supplement 2007,
_is amended by adding the following new paragraph: : R

NEW PARAGRAPH. 1. Develop options and recommendations to allow

~ children eligible for the hawk-i or hawk-i expansion program to participate

- in qualified employer-sponsored health plans through a premium assistance
program. The options and recommendations shall ensure reasonable
alignment between the benefits and costs.of the hawk-i and hawk-i ,
expansion programs and the employer-sponsored health plans consistent RS
with federal law. The options and recommendations shall be completed by -
January 1, 2009, and submitted to the.governor and the general assembly
for consideration as part of the hawk-i and hawk-i expansion programs.

Nationally, there is great interest in employer sponsored insurance (ESI) premium
assistance programs for several reasons. First, premium assistance builds on the
~ employer-based system, the principal mechanism for providing health insurance in the
United States. Secondly, state and federal governments are attracted to premium _'
assistance because of its potential for reducing public costs by capturing the employers’
premium contribution. Many also believe that subsidizing employer-sponsored- '
insurance may.strengthen low-income workers’ attachment to the workforce, and may
also reduce the substitution of public coverage for private coverage, ‘commonly known
as crowd-out. Lastly, premium assistance may enable all members of a family to be
 covered in the same health care plan.” S ”

An Oregon researcher reported, “While parents may be covered under health
insurance, three miliion children in the U.S. remain uninsured due to the cost”. Dr.
Jennifer De Voe of Oregon Health & Science University led this study in 2007. The
study further showed that more than 2 million children is this country who have no
health insurance of any kind have at least one parent who is covered by employer-
provided medical coverage. Dr. De Voe states in an interview: ‘| think there’s been a

" myth that ali uninsured children have uninsured parents, and so if we cover the parents.

" Source: Kaiser Commission report on “Medicaid and the Uninsured” — October 2003

o



we can cover the kids.” She added, “In most cases the parents have insurance through
work at reduced rate or no cost, but adding their family is unaffordable.”

Current research quite naturally leads states to explore the possibility of utilizing ESI
insurance coverage as a means of expanding health coverage to more children. In the
light of experiences of those states that have pursued this effort, we are led to guestion
the actual cost-effectiveness of pursuing this option, both in terms of the cost-savings
for state programs and the cost-effectiveness for beneficiaries. Other states have found
that the participants in ESI-premium assistance programs often are faced with the -
responsibility of co-pays and deductibles, which they can ill-afford. . ' '

In addition, employer-sponsored coverage is governed by separate regulations than is
public coverage. When states adopting a premium assistance program create a link
with private and public coverage, they must ensure that their private insurance '
regulations support this linkage. An example of why this is important can be found in
the current private insurance regulations that allow an employee to enroll in ESI only
during a specific time period. This time period is usually once a year during a time
usually referred to as “open enroliment”. Once that time period has expired, usually
-only the occurrence of a “qualifying event” allows enroliment in this insurance. Typical
qualifying events include a new hire, birth of a child, or a marriage. Inorderto
implement a premium assistance program, the state’s insurance regulations must allow
for Medicaid or SCHIP enroliment to be considered a qualifying event for private
insurance.2 Without a change to existing insurance regulations, ES| premium
assistance would be handicapped by low enroliment and participation. '

lowa’s Health Insurance Premium Payment (HIPP) Prog ram for Medicaid
Buyihghealth insurance thro'ugh an employer for peoplé .ohr 'public aSsistancé is not a

new concept. Section 1906 of the Social Security Act includes premiums inthe
definition of Medicaid-covered services. . =+ = AT B

The Sixth Omnibus Budget Reconciliation Act of 1990 (OBRA 90), mandated states to
pay the employee’s sharée of cost-effective employer health insurance. Although
mandated, very few states actually implemented the program before subsequent federal
legislation made it optional. =~ - - o ' - :

lowa’s HIPP program for people who are on Medicaid has been recognized as one of
the most successful employer buy-in programs in the country. The HIPP program was
implemented on July 1, 1991, to provide premium assistance for people who are on
Medicaid and who-also have access to insurance through an employer. Oftentimes,
employer insurance is available, but is unaffordable for the employee to cover . - K
themselves and/or their family. S ‘ o

2 gource: State Health Policy Briefing, A Publication of the National Academy for State Health Policy.
Covering All Children: Issue and Experience in State Policy Development - April 2008 - . '
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The purpose of the program is to reduce Medicaid expenditures by paying the
employee’s share of the premium when it is more cost-effective than paying for all the
_person’s medical care with Medicaid.” Medicaid provides ‘wrap-around” coverage for
those services outside the scope of the purchased plan, such as deductibles, co-pays,
and services not covered by the plan for people covered by the insurance who are
Medicaid-eligible. o

When a cost-effective employer health plan is available, participation in the program is a
condition of Medicaid eligibility for the employee. While savings can be achieved
through an employer buy-in program, the process of identifying cost-effective plans, :
enrolling eligible employees and keeping up with changes in the household, heaith plan
or employment status is very labor intensive. The HIPP Unit is comprised of 15 FTEs -

‘whor
Evaluate health plans for avaiiability, covered services, and cost-effectiveness;
Ensure enrollment in the plan when cost-effective; |

Authorize payment of premiums;

vV Vv Vv V

Conduct annual eligibility reviews to ensure the plan remains cost-effective and
that the Medicaid-eligible people in the household remain enrolled in the

> Acton changes that 6qcur within the househ'd'ld' that impact employer sponsored
insurance (e.g. adding newborn children, job loss, premium increases, benefit or
carrier changes, loss of Medicaid eligibility, etc.) ' - '

Approximately 98 percent of the premium payments made in the HIPP program are
reimbursements for payroll deductions. Very few employers will accept direct payment
_in lieu of a payroll deduction. - HIPP reimbursement payments are made on the same
schedule as the employee is paid (e.g. weekly, bi-weekly, etc.). Families on public
assistance have low-incomes and it is important that premium reimbursement for payroll
deductions be made timely as not to impose a hardship on the family.

lowa receives 50 percent federal matching funds for the administrative costs associated
“with the HIPP program. Premium payments are defined as a covered Medicaid sertvice.

Premium payments are funded at the same federal matching rate, approximately 63

percent, as any other Medicaid covered service. Cael e

Premium Assistance for Children on hawk-i

As with Section 1906 of the Social Security Act for Medicaid, Title XXI of the Social

Security Act includes provisions that allow the purchase of ESI for children participating
"in a state’s SCHIP program. States have three options in designing their SCHIP

program: -~ R T TSR HE ST




1. Expand their existing Medicaid program; or __
2. implement an entirely new stand-alone program; or .

3. Implement a combination program.

‘lowa ook a combination approach that resulted in expanding Medicaid to 133 percent
of the Federal Poverty Level (FPL) for children in Medicaid and the creation of the
stand-alone hawk-i program in which health insurance coverage is purchased through
commercial insurance plans. As discussed later in this report, there js an added
element of complexity for states that have stand-alone programs. . -

ESI buy-in was a topic included in the agenda at the health care summit hosted by DHS
and the Child & Family Policy Center on September 11-12, 2008. Nationally recognized
experts in child coverage programs attended the summit o assist lowa in exploring
options to maximize enroliment and retention of children in Medicaid and hawk-i.

Cindy Mann of Georgetown University made the following points concerning:thé goals
of pursuing ESI coverage: o S . :

o Lower public cost/share costs — Many employers contribute towards the cost of
health insurance coverage for their employees and their dependents. '
Additionally, the size of the employer’s risk pool may reduce the overall cost of -

. coverage because costs are spread over a larger population. By supporting
- . _employees to buy into an employer plan, the state reaps the benefits of both the
employer contribution and the lower overall cost of coverage. :

o Covering family members in the same plan and utifizing the same provider
network can keep families insured together — continuity of care. Providers are
. _more likely to diagnose refated conditions among family members when treating -
the entire family as opposed to an individual member. o S

» {Indirectly) cover other family members — As with lowa'’s HIPP program, .. _
purchasing family coverage in order to provide coverage fo eligible children often
results in parents or ineligible: children (e.g. children up to the age of 21 or 25
 who are full-time college students) also being covered at no additional cost. This
- helps reduce the state’s overall uninsured rate and reduces the burden on charity
care and the use of emergency rooms for treatment of non-emergent medical
conditions. T A
« Expand access fo providers — The employers provider network may provide
- access to providers and services that are not available under the hawk-i program
(e.g. orthodontia). ... AU Vo e e
« Promote ESI — Assistance with premium payments would promote employee:
enrollment in the employer's plan. 3 - -



e Prevent crowd—éui — Crowd-out is the phenomenbn, or perceived phenomen'on,

"“that as public programs exp
in order to take advantage o

and families will drop employer-sponsored coverage
f publicly funded programs. Assistance with

premium payments wouid promote enroliment in the_gmployer’s.plan.

Ms. Mann’s summary concluded that:

ot makes sense {0 consider ways to pool contributions. .

e To date, enrollment has been very low or modest although more opportunities
arise as states expand coverage o more moderate income families.

o - ltis important fo consider cq'st-"effecti\_léness, particularly in light of'rising privéte

cosfis.

e Our strategy ought not to disédvé_ntage children in terms of access to care.

Comparis_oh of _Federal‘ ESI Buy-In Reguirements for Medicaid & SCHIP

‘ Cost-effectiveness

AR I

The me odbywhléhcost-

effectiveness is established is
not specifically defined. In
general, payment for a set of
covered services cannot
exceed the cost of providing
those same services under
Medicaid.

1. The State’s cost for
coverage for children under
premium assistance
programs must not be’
greater than the cost of
other SCHIP coverage for
these children; and

2. The State may base its
demonsiration of cost
effectiveness on an
assessment of the cost of
coverage for children under
premium assistance
programs to the cost of
other SCHIP coverage for
these children, done on a
case-by-case basis, oron -
the cost of premium
assisted coverage in the
aggregate. L

.Protections Against

Substitution (crpwd-out) :

| No provisions.

. An enroliee must n.ot havé had

coverage under a group health
plan for at least 6 months prior
to enroliment in a premium
assistance program. A state
cannot require an uninsured
period of more than 12

months. States may permit



reasonable exceptions io the
uninsured period (e.g.
involuntary loss of coverage,
economic hardship, etc.)

Participation Currently no provisions. lowa | States cannot require’
requires participationasa - participation as a condition of
condition of eligibility. ** eligibility.*

Creditable Health insurance | Currently no requirement. | The pian must qualify as

: However, it is uniikely that creditable coverage under
plans that do not meetthe . | Section 2701(c)(1) of the

definition of creditabie health | Public Health Services Act®
insurance would be S
determined cost-effective. **

Employer Contribution Currently no requirement. If Employer must contribute at
the health plan is cost- least 40% of the cost.*

w e - | affective, the employer
contribution is not a

consideration.
Supplemental Coverage for | Medicaid ‘wraps around’ the =~ | The state is required to
Benefits and Cost-Sharing _employer benefits to provide " | provide supplemental - '
Protection .~ . . : - | coverage for any. non-covered | coverage for each child .
e ' services, deductibles and co- | enrolied in ESI premium
payments. ~ .~ | assistance to cover items or
oo o services that are not covered,
or are only partially covered,
under the ES! plan; and to
provide cost-sharing protection
so that the family's cost does
not exceed 5% of their gross
annual income.*
Opt Out Provisions . ' Currently no requirement. The state must establish a

lowa requires enrollmentina | process for permitting the .
cost-effective health plan be parent of a child receiving
maintained as a condition of premium assistance to
eligibility.** : disenroll the child from the ESI
coverage and enroll the child
in the state’s regular SCHIP

: program in a manner that will
A ' - ensure continuity of
coverage.* .

* {dentifies the provisions of the Child Health Insurance Reauthorizafion_ Program Act
of 2007 (CHIPRA 1), which is likely to be the basis of reauthorization of the program -
- by the Obama Administration. I - ' -

- ** Provisions 'rﬁay be aménded under CHIPRA

6



Issues for Consideration

As noted earlier, there is an added element of complexity for states that have stand- -

alone SCHIP programs (such as hawk-i) when implementing an ESI premium .

assistance program. As a result of the. added complexity, most states opting to

implement an ESI premium assistance program for children in their SCHIP programs

~ have done so through 1115 waivers rather than under the prescriptive provisions of Title
~ XX]. Some of the issues around program complexity are discussed beiow. '

Adminiétratibn:

Although lowa has an existing infrastructure designed to determine cost-
effectiveness and pay premiums under the HIPP program for people on Medicaid, a
. contracted third party administrator administers the hawk-i program. If the existing
HIPP infrastructure were used io administer an ESI premium assistance program for
hawk-i, a significant amount of coordination between the two entities would have fo
occur. It is assumed this coordination would be accomplished through technology.

Wrap Around Beﬁéﬁts

One of the biggest chalienges for stand alone programs is the requirement to
provide wrap around benefits to supplement the coverage provided by the ESI
coverage and ensure that family cost-sharing does not exceed 5 percent of the
family'’s gross annual income. ~ -~ T S -

People who participate in the HIPP program are also eligibie for Medicaid. _
Therefore, Medicaid is available to supplement the ESI coverage and provide
Medicaid-covered services that are not covered by the ESI plan. The Medicaid
program has a claims .coordination component already established to process claims
for people who have other health insurance. ' o

A claims coordination component does not exist under lowa’s hawk-i program -
because, unlike Medicaid, federal law requires that a child be uninsured in order to
participate in the program. Rather, the Department pays commercial health plans a
premium fo provide hawk-i covered services. In order to provide wrap around
benefits to cover services not provided by the ESI plan, the state would have to
establish a process for benefit coordination and claims payment in addition to the

- ESI premium assistance process. “This could be accomplished through contracts
- withthe participating health plans that would then pay for the additional benefits on a
. fee-for-service basis. The cost of a claims coordination component has not been

" established. . 7 SRR T o




Tracking Family Cost Sharing

In addition to providing wrap-around benefits, the state must ensure that the family:

- does not expend more than 5 percent of their annual gross income in cost-sharing
(deductibles, co-payments, etc.) under an ESI plan. This is problematic because
traditionally, cost sharing and other out-of-pocket expenditure caps are based on the
program in. which the person is enrolied, not their household income. The state '
would have to establish a process to track the family's cost compared to their = -
income and then provide reimbursement once expenditures exceeded the limit.
Because household income varies, each family's cost-sharing cap could be different.
This process further complicates the administration of an ESI premium subsidy
program and increases administrative costs. : AL

Opt Out Provisions

The state must have a process by which the family can opt out of the ESI premium
*" assistance program at any time and enroll the child in the state’s regular SCHIP
" program. It is unclear how these provisions apply in situations where the employer
does not allow enrollment changes except during an open enroliment period. -
" Allowing families to opt in and out of coverage further complicates program

administration and will increase administrative costs.
Other State’s Experience
The table below reflects the various options adopted by states®. As of October of 2007,
twenty states were providing premium assistance in some form or another for their
SCHIP population. Twelve of these states operated programs under the authority of
Section 1906 of the Social Security Act (Medicaid expansion states). Thirteen states.

~ operated programs under both Section 1906 and 11 15 waiver authority.  No states have
implemented ES| premium assistance pr_ograms_und_er Title XXI authority. - :

“States with
Premium -
| Assistance:
Programs - .
Arkansas -~ | | X
California ' :
Georgia ‘ e g
Idaho X | Immunizations |
: ' only only
{linois X - No Immunizations None

. 908} .|
GLLl

$15/enrolleelyr

=<|x

- 3 Source - The State Health Policy Monitor, Premium Assistance - October 2007

'8_'



lowa X =
Maine X |- X Yes 1 Yes None
Massachuseits | X X Yes " Yes - 50%
-Missouri X .
| New Jersey X | X Yes " Yes - | 50%
New Mexico X Yes - | - No = ‘$75/enrollee/mo
Nevada X No | - No ~: 50%
Oklahoma X Yes, not preg. No 25%
Women || - o~ : L
Oregon _ X ‘No : None
Pennsylvania X
Rhode Island X
Texas X :
Utah X No - No : 50%
Virginia X X No Immunizations | - None
" | Wisconsin X1 X Yes ~ Yes - Between 40-
_ e el . 80%

An Urban Institute study published on May 16, 2003, focused on the experience of three
states with premium assistance programs, Massachusetts, Mississippi, and Wisconsin.
These were the first states with federally approved SCHIP premium assistance
programs. The reasons given among the states for subsidizing employer-sponsored
insurance were similar and included the following: : .

o A desire to expand health coverage to working famifies who could not otherwise
afford employ_er—sponsored insurance; - ST -

e An interest in maximi;éiﬁg the use of financial resources by leveraging private
funding “already in the system”; and ' B .

- e The opportunity to deter the likelihood that SCHIP would crowd out pri,véte health
insurance coverage. . R LT S

- Two states,.Maésa_chuset_ts_ and Wisconsin, actually implemented SCHIP premium

assistance programs. The outcome of this study suggests several findings that might

be useful to other states considering premium assistance. - e
. Ou‘tréach.: A-'premium'aéSistance_prog'ram-'necessarily involves and requires the -
~ cooperation of employers. To gain the employers’ support and cooperation,
outreach campaigns might need to target employers and perhaps involve them in
the design phase of the program.. "~~~ =~ =« R T



Cen Enroliment. Both Wisconsin and Massachusetts Ie_amedAthey had to engage in -
. time-consuming and challenging enroliment processes. Employer packages and
= :__c_:pg-'._ts haq to be _investig_ated and compa_red'to the SCHIP benchmark.

'« Outcomes. ‘Both states felt their p'remiu'm" assistance programs were worthwhile,
~ but struggled with relatively small numbers of enroliees. Lo
- This study co'n_cluded"tha_t' the administrative complexity associated with the program
" and the small numbers utilizing the program wouid indicate that this might not be an
efficient strategy for reducing rates of uninsurance among low-income children.

hawk-i ES| Premium Assistance in lowa -

.- lowa _-pq.ifrent_lfﬁé#; a p_remiu'm'és'sisténd'_e program in place under 19086 authority,
" the HIPP program. The r:;urr_en_t__c_ompy_ter system could be modified to add this

PROS

" additional program. e . :
e it could reduce state costs for the hawk-i program by leveraging empioyer dollars
-+ for health care. ' o REEE :

« Enrolling parents and children in the same plan increases the likelihood of using

" the coverage. . ' . - :

« Strengthens the private insurance market by providing more participants so that

- -small businesses can afford to offer insurance plans. _ .

Encourages work and is consistent with the goals of private responsibility.

« Benefits employers by retaining employees longer because they have insurance

coverage.: .o . T :

» Deters crowd-out.

CONS o SRR
e lowa insurance law does not currently provide for Medicaid or SCHIP eligibility to
be considered a “qualifying” event. For the program to be cost-effective,

' legislation would be needed which would allow the employee to enroll in the
private employer-sponsored insurance at the same time as enroflment in a public
program. Otherwise, the family would be limited to the annual open enroliment

- program for the private insurance coverage. _ o

« The cost of employer-sponsored-insurance is increasing rapidly which could
make it difficult to establish cost-effectiveness and provide savings to the state

Coprogram. |

"« There would be a significant upfront investment for the state and it could take
several years before a cost-savings was shown. .
_» Enrollment in the program is complex and fime-consuming. SR
« States have traditionally experienced low participation in-ESI premium assistance
© programs, particutarly if wrap-around benefits are not provided. o
+ The shifting nature of low-income families’ employment status increases the
 labor intensity of administering the program. . L
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Administrative Issues . :
e Assuring access to required minimum SCHIP benefits.
+ Assessing cost-effectiveness. '
e Staff assessment of all employer plans. . _ _
o If the wrap-around option were chosen, a third-party administrator would be '
necessary, involving contracts and additional costs beyond those of premium
- reimbursement. - _ B R .
e SCHIP regulations stipulate that the program cannot spend more than 10 percent
of the cost on administration. |

Recommendations

If lowa is to pursue an ESI premium assistance program, it should be done under
section 1115 waiver authority, which would allow the state to forego wrap-around
features of the federal requirements. Providing wrap-around coverage, as is done with
Medicaid under section 1906 authority, would be cost-prohibitive. 1t would require the
establishment of a third party administrator to facilitate the wrap around benefits, which
would add additional cost fo the project. Federal code § 457.618 mandates a 10

- percent limit on certain SCHIP expenditures. This includes administrative expenditures
such as those required to administer any kind of wrap around coverage for the premium
assistance program. While 1115 waiver authority lends itself to wide variation among
the states policies that govern their premium assistance programs, of the eight states
operating under this authority, only one, Oregon, provides wrap around coverage. Five
other states provide wrap around coverage using this authority in combination with
section 1006 authority (Medicaid):* :

s leg n required? ¥ YES NO Authorizing legislation and an approp
would be required

Are amendments to the ¥ Yyes ™ NO '

administrative rules
required? : :
Are changes to [T systems ¥ vyES ™~ NO The current HIPP system will need modified
© needed? '

Is there a fiscal impact? ¥ YES " NO The fiscal impact cannot be determined at
this time and is dependent upon the ultimate
design of the program. -

What is the length of time Minimum - 12 months
needed to implement this - '
change? : :
Other Comments: Additional FTEs would be needed to
: administer the program. ‘

. 4 gource: State Policy Monitor - October 2007 - |
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Conclusion

ESI premium assistance is certainly an option for Iowa to conSIder in its efforts o
provide health care coverage for children. However, lessons learned from other states
that have utilized this option should be careful!y studied and made use of by taking
whatever preliminary steps are necessary to increase the partu:lpatlon in and the cost-
effectiveness of such'a program to the state and to the part|c1pants :
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